ahead 


. A monthly report by the National Planning Association on 
forward-looking policy planning and research —announced, un- 
derway, and completed —of importance to the nation’s future 


The “Silent Partner” in Collective Bargaining 


by Clinton S. Golden 


In recent collective bargaining I believe that the influ- 
ence of government has been exaggerated and the role of 
economics underestimated, Therefore, I would like to dis- 
cuss that silent partner -- economic necessity -- who is 
always standing in the background at the bargaining table. 


This fellow, though speechless, is relentless. When 
labor obtains a wage increase that exceeds the economi- 
cally feasible, prices may rise as a result, and labor as 
consumer may lose, at least in part, what it gained at the 
bargaining table. On the other hand, if business does not 
grant the wage increase that is economically feasible, it 
may lose in profitable markets at least part of, if not more 
than, what it gained by resisting an adequate wage rise, 
I think it would be a good thing if both management and la- 
bor would relya little less on government and pay a little 
more heed to that stubborn fellow, economic necessity. 
(Ihave learned from reliable sources that he is strictly 
nonpartisan,) 


He Has Demands Too 


The February Looking Ahead gave the highlights ofa 
number of forecasts of the economic future, which showed 
surprising unanimity on a number of points which will af- 
fect our silent partner's demands, 


If, in line with most current assumptions, defense ex- 
penditures and defense-supporting investment decline by 
1954 and following years, then something else must in- 
crease, This maybe residential construction, investments 
in plant andequipment, capital export, nondefense govern- 
(continued on page 2) 
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Technical Assistance Programs— 
How Effective are They? 


A far-reaching, on-the- 
spot inquiry to evaluate the 
technical assistance pro- 
grams in Latin American 
countries of the United 
States, United Nations, and 
private organizations, was 
announced on March 30 by 
NPA Chairman, H. Christian 
Sonne. NPA's critical, 2- 
year appraisal is designed 
to provide practical guides 
for administering present 
operations and for making 
decisions on future programs 
-- notonly inLatinAmerica 
but in other parts of the 
world. The inquiry -- first 
of its kind -- is financed by 
a $440,000 grant by The 
Ford Foundation, 

Laird Bell(Chicago law- 
yer, and member of NPA's 
Board of Trustees) is chair- 
man ofa Special Policy Com- 
mittee composed of U. S. 
and Latin American leaders 
from agriculture, business, 
labor, education, health, and 
other professions. | 
(continued on page 8) 
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ment programs or consumption, As 
investment is running at a very high 
level, we perhaps cannot expect this fac- 
tor to do more thanholdits own, If bus- 
iness is to find markets for everything 
it can produce, it appears necessary that 
consumption should go up not only in pro- 
portion to the total increase in produc- 
tive capacity, butalsotake over some of 
that part which now is purchased by the 
Gove fnment for defense purposes, From 
this it follows that if total production 
over a decade should go up by perhaps 
30%, consumption must increase by more 
than that percentage, perhaps by 40%, 


How to Meet His Demands 


Three main factors seem to deter- 
mine the amount ofconsumer purchases; 


1, What the consumer earns, A high 
production economy must be a high 
income economy. About two-thirds 
of personal income is composed of 
wages andsalaries, sowithout a sub- 
stantial increase in these incomes, 
total income cannot rise, 


2. Taxes the consumer has to pay out 
of earnings, We are hearing a lot 
about tax reductions now, but I am 
not so sure that the Government will 
be able to reduce expenditures to an 
extent that will make tax reduction 
feasible, Tax reduction which fails 
to strengthen consumer purchasing 
power at a time when government ex- 
penditures are curtailed misses one 
of its main purposes, 


3, What consumers save, The rate of 
consumer spending and saving is de- 
termined toa large extent by what the 
people think is a prudent attitude. It 
is, 1 believe, one of the great achieve- 
ments ‘of the present day that the in- 
comes of the great masses of our 
people, particularly the workers, have 
become high enough that they can make 
some provision for the proverbial 
rainy day. Both from the long-run 
economic and from the social point 
of view, a high rate of saving by the 
average man is highly desirable. 


Buta high rate of savings is undesir- 
able ifconsumer purchases dropbecause 
merchandise and services are not offered 
at attractive terms. Business has gone 
througha rather long periodofa sellers’ 
market. I thinkit isimportant that mer- 
chandise start againto go after the con- 
sumer. I hope the quality of merchandise 
will go up and prices down, Prices 
should come down through improved 
technology and management and not 
through pressure on wages. Price re- 
ductionthat forces wages down isa self- 
defeating device for expanding the con- 
sumer market. 


What Follows for Labor 


Withthe prospect of declining defense 
activity and investment only holding its 
own, I conclude that production of con- 
sumer goods and services must increase, 
In order that business may findmarkets 
for this increase a larger share must 
go to labor or there will be unemploy- 
ment of both men and facilities. 


Certainly a substantial share should 
go to the estimated 11 million families 
whose annual income is $2,000 or less. 
Some of the increase in wage andsalary 
incomes will result, of course, from an 
increase in the labor force of about 6 
million by 1960. In additionthe increase 
in this income must resultalso from an 
increase in wage or salary income per 
worker, Ifaverage hours of work decline 
further or paid vacations increase, there 
will be still greater increases in wages 
or salary per man-hour, 


A calculation based on such assump- 
tions ofeconomic growth leads me to es- 
timate that real wages (before taxes and 
in constant 1951 dollars) per man-hour 
should increase about 20% by 1960 -- 
that is, about 2 to 3% per year. 


Such an increase in wages, particu- 
larly if associated with a moderate de- 
cline in taxes, appears encouraging to 
me. Some will think that it is a rather 
modest increase, but we should remem- 
ber that thisis anaverage which includes 
all wage and salary earners, It is quite 


Ni 
a 
bee | 


compatible with a somewhat faster in- 
crease in some areas than in others, If 
there should be some increase inprices 
over the decade, then, of course, the 
wage increase should be correspondingly 
larger. If there should be some reduc- 
tion in prices, thenthe nominal increase 
in wages could be somewhat less, 


Optimum Wage Rise 


I do not know any general formula 
which tells us once and for all where 
the optimum economic wage rise lies 
for each industry. It is up to the proc- 
ess of collective bargaining to find out 
-- by trial and error -- what that opti- 
mum is. It is my conviction that we 
have to recognize that bargaining is not 
only a test of organized strength; we 
have to recognize that silent partner, 
economic necessity, and admit him to 
the bargaining table. I see as one of the 
great tasks of our time the search for 
improved methods for injecting econom- 
ic considerations into our process of 
free wage determination without expect- 
ing the government to tell us what the 
**right’’ wage ought to be, 


Clinton S. Golden is 

Executive Director, Trade Union Program, 
Harvard University, and 

Chairman, NPA Labor Committee on National 
Policy 


Bargaining Problem 


Productivity increases are a current 
problem in collective bargaining. Con- 
trasting economic arguments on this 
subject, pro and con respectively, are: 


**Wages and Future Economic Stability,”’ 
American Federation of Labor, 901 Mass, 
Ave., N. W., Wash, l. Feb. 1953. 5pp. 
(mimeo.) 4 charts, Free; and ‘‘Pro- 
ductivity -- Guage of Economic Perfor- 
mance,’ National Association of Manu- 
facturers, 14 W. 49th St., New York 20, 
Sept. 1952. 48 pp. Free. 


Free World 
economics— 


Liberalized Trade 
Policies Recommended 


Detailed recommendations for liber- 
alizing Americantrade and tariff policies 
and practices are containedin animpor- 
tant report to the President prepared by 
the Public Advisory Board of the Mutual 
Security Agency underthe chairmanship 
of Daniel W. Bell, Washington banker, 
Nearlya year of intensive study of com- 
plex and controversial issues involved 
preceded the report made by the Board 
members and a technical staff headed 
by economist Edward M. Bernstein. 


The report recommends that U. S. 
trade and tariff policies be based not, 
as hitherto, on the interests of small 
groups of American producers, but on 
the needs andcapabilities of the national 
economy as a whole viewed in the light 
of U. S. responsibilities as the leader of 
the Free World. The principal specific 
recommendations of the Board include: 


1, A new simplified tariff act providing 
for general reduction of duties and 
extension of the ‘‘free list*’; consol- 
idation and clarification of present 
tariff schedules and classifications 
into 7 basic groups;and much greater 
administrative flexibility under more 
‘clearly defined general principles 
established by Congress. 


Extension of the Reciprocal Trade 
Agreements Act without impairment 
of the President's powers to conclude 
agreements with other countries, 


Immediate approval by Congress of 
the customs procedures simplifica- 
tion bill passed in 1951 by the House 
of Representatives, 


Liberalization of agricultural import 
quotas, mandctory shipping restric- 
tions, and Government procurement 
policies, 


5. Readjustment assistance to U.S, man- 
ufacturers, workers, and farmers ad- 
versely affected by liberalization pol- 
icies adoptedin the national interest. 


A useful companion piece tothe **Bell 
Report’’is a background study of ‘*‘Inter- 
national Trade Policy Issues’’ prepared 
for the Chamber of Commerce of the 
United States bya staff under the direc- 
tion of Professor Harry C. Hawkins of 
the Fletcher School of Law and Diplo- 
macy. Without making any recommenda- 
tions, this study provides pertinent facts 
and summaries of the main conflicting 
viewpoints on trade policy. 


(‘“‘A Trade and Tariff Policy in the Na- 
tional Interest’’from: Mutual Security 
Agency, 806 Conn, Ave., Wash, 25. 119 
pp. Feb. 1953. Free; Hawkins’ report 
from: ForeignCommerce Dept., Cham- 
ber of Commerce of the U. S., Wash. 6. 
68 pp. Feb. 1953. Single copies free.) 


Ways for Stimulating 
Private Investment Abroad 


A report analyzing the problems of 
private American investment abroadand 
recommending specific measures for 
stimulating the export ofcapital has re- 
cently been prepared by August Maffry, 
vice president of the Irving Trust Com- 
pany and member of NPA’'s Business 
and International Committees, 


Written for the State and Commerce 
Departments and the MSA, the report 
outlines an aggressive program of ac- 
tion to increase private investment 
abroadcovering tax incentives; Govern- 
ment guarantees; investment treaties; 
certain concessions to foreign govern- 
ments desiring to screen foreign invest- 
ments; expansion of Export-Import Bank 
activities to assist private capital; and 
the adoption byall Government agencies 
concernedof a program of ‘‘total diplo- 
macy’ designed to improve the climate 
for U. S. private investment abroad, 


(‘‘Program For Increasing Private In- 
vestment in Foreign Countries’’ from: 
Technical Cooperation Administration, 
333 - 3rd St., Wash, 25. Dec. 18, 1952. 
39 pp. mimeo. Free.) 


Evaluation of MSA 
Operations Underway 


Harry A. Bullis, chairman ofthe board 
General Mills, Inc., and treasurer of 
NPA’s Board of Trustees, recently re- 
turned from a month in Formosa where 
he headed a 5-man team evaluating Mu- 
tual Security Agency operations, 


An evaluation of the entire MSA pro- 
gram is being made byan advisory group 
of 55, composing 11 teams assigned to 
various areas, Clarence Francis, chair- 
man of the board of General Foods, 
heads the advisory group which will 
meet May 7 in Washington to approve 4 
final over-all report to MSA, 


significant 
activities 


Public and Private Commissions 
Study Nation’s Health Services 


The findings and recommendations of 
former President Truman’s Commission 
on Health Needs of the Nation have been 
widely reviewed and debated since their 
publication, Somewhat less attention 
has been given to the statistical data 
pertinent to these discussions developed 
by The Commission's technical staff dur- 
ing the course of the year-long study. 
Also, the results of The Commission’s 
consultations with experts on all phases 
of medical care and its findings at a 
series of regional hearings where citi- 
zens were asked to express their views 
form part of the 5-volume report. 


Available from Supt. of Documents, 
Wash, 25, are: 


Vol, I -- *‘Findings and Recommenda- 
tions’’ of The Commission, 80pp. 50¢ 


Vol, Il -- ‘‘America’s Health Status, 
Needs and Resources"’ (details on find- 
ings and considerations which led tothe 
recommendations), 320 pp. $1.25 


Vol, Ill -- ‘‘A Statistical Appendix”’ to 
Vol, Il. 299 pp. $1.50 
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Vol, IV -- ‘‘Financing a Health Pro- 
gram for America’’ (statements of a 
variety of points ofview). 363 pp. $1.50 


Vol. V -- **The People Speak’’ (excerpts 
from regional hearings). 521 pp. $2.50 


* ok 


Felix A. Grisette, Executive Direc- 
tor, Health Publications Institute, Inc., 
and a member of The Commission's 
Study Staff (also a member NPA Com- 
miitee of the South) has announced the 
Institute is bringing outa 150-page con- 
densation of The Commission's 5-volume 
report. $1.50 paper; $2.50 cloth bind- 
ing. 216 N. Dawson St., Raleigh, N.C. 


The Commission on Financing Hos- 
pital Care,a nongovernmental, inde pen- 
dent agency suggested in 1950 by the 
American Hospital Association, is study- 
ing the costs of providing adequate hos- 
pital services andendeavoring to deter- 
mine the best systems of payment for 
such services. The Commission, com- 
posed of 34 members and headed by 
Gordon Gray, president of the Univer- 
sity of North Carolina, represents a 
cross section of U.S. public interest, 
Its first progress report, published in 
January, describes the approach -- 
planning by specialists at the ‘‘grass 
roots*’ -- and outlines topics which are 
being studied. 


(‘‘Progress Report 1*' from The Com- 
mission on Financing Hospital Care, 
1020 North Rush St., Chicago 11, Jan. 
1953. 9 pp. Free.) 


CED Objectives: High 
Production and Employment 


The Committee for Economic Devel- 
opment, composedof leading U. S. busi- 
nessmenandeducators, works to achieve 
through economic research and other 
methods the objectives of high produc- 
tion and employment within the frame- 
workof afree society, Its Research and 
Policy Committee is aided by a Research 
Advisory Board of outstanding econo- 
mists and social scientists. 


CED publications are of two types; 
**Statements on National Policy’’ by the 
Research and Policy Committee, and 
“Research Studies” prepared by qualified 
experts given responsibility and freedom 
to reach independent conclusions, 


Two Policy Statements are expected 
to be published within the next several 
months: ‘‘American Commercial Poli- 
cy’’ and ‘‘Tax Expenditure Policy for 
1953.°" Others authorized and in proc- 
essinclude: ‘‘Tax Reform and Economic 
Progress,’ ‘‘Managing the National Se- 
curity Program," ‘*‘Economic Policy for 
Post-Defense Transition,’* ‘‘Problems 
and Prospects of the American Econo- 
my,’’ and ‘‘Promoting Economic Prog- 
ress in Under-Developed Areas,."’ 


Also to be published soon is a book- 
length Research Study, ‘‘Labor-Man- 
agement Relations’’ by Douglass V. 
Brown and Charles A, Myers. Other 
Research Studies underway: ‘‘Determin- 
ation and Controlof Federal Budget Ex- 
penditures’’ by Arthur Smithies and 
S. Foreign Economic Policies’’ by 
H. van B, Cleveland, (Tentative titles.) 


(To receive Policy Statements free, 
write: CED, 444 Madison Ave., New 
York 22, Research Studies from 

McGraw-Hill Book Co., New York 18.) 
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Business Looks Ahead 
—1953-1956 


Two surveys of business plans report 
the same finding: U. S, industry intends 
to spend slightly more for capital goods 
in 1953 than in 1952, This comes from 
both the latest quarterly survey of all 
industry by the Department of Commerce 
and Securities and Exchange Commission 
and the recent annual survey by the 
McGraw-Hill Publishing Company. The 
latter covers a large portion of industry 
but reports most extensively onthe man- 
ufacturing sector. 


Manufacturing companies already 
have preliminary plans for a high level 
of capital expenditures right up through 
1956, With a yearly average of $9.3 
billion planned for the period 1954-56, 
manufacturers feelthat they could spend 
as much as $14 billion to take full ad- 
vantage of all technological develop- 
ments if business conditions are suffi- 
ciently auspicious, On the other hand, 
if sales should decline substantially, 


present plans would be cut to an aver- 
age of about $6 billion during the period, 


The emphasis in capital spending is 
changing from expansion to moderniza- 
tion. In 1951, 58% went for expansion 
while only 38% of the expenditures 
planned for 1954-56 are ticketed for 
expansion, 


Physical capacity in manufacturing 
industries (measured by tons of steel, 
the horsepower of engines, etc.) is ex- 
pected to increase by 7% in 1953 as 
compared with 9% in 1952. A further 
9% increase should occur from 1953 
through 1956 under present plans. 


A new feature of this year's McGraw- 
Hill survey is its inclusion of projections 
of depreciation allowances, 


(Results of the Commerce-SEC survey; 
March issue, ‘‘Survey of Current Busi- 
ness’’ from Supt. of Documents, Wash. 
25. 30¢. McGraw-Hill survey; April 4 
issue, ‘‘Business Week.’’ Reprints after 
May | from McGraw-Hill, Dept. of Eco- 
nomics, 330 W. 42nd St., New York 36. 
One to 10 reprints at 20¢; graduated dis- 
counts for larger quantities.) 


Business Plans as Reported in Two Surveys 


(Figures are in millions of dollars unless otherwise noted.) 


Commerce-SEC Survey: 
All Industries 


Expenditures for new plant and equipment 
Manufacturing industries 
All other 


McGraw-Hill Survey: 
Manufacturing Industries 


Expenditures for new plant and equipment 
Share intended for expansion 
Share intended for modernization 

Index of physical capacity (1939=100) 


Depreciation funds 


Actual Planned 


11,994 12,100 10,122 8,989 8,974 
49% 43% ( 1954-56: 38% ) 
51% 57% ( 1954-56: 62% ) 


204 218 238 


5,885 6,804 7,313 7,535 7,763 
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How Does 
Money Flow? 


Accounting statements are so useful 
in depicting the operations of business 
firms that economists have frequently 
sought to use them to summarize the op- 
erations ofthe whole economy. Probably 
the best known system of ‘‘social ac- 
counting’ is that used by the Department 
of Commerce in measuring the nation's 
production. In an important work pub- 
lished last month, Morris A. Copeland 
of Cornell University views the economy 
from another perspective and applies 
the accounting technique to trace the flow 
of money. 


Money may be obtained through “‘ordi- 
nary’’channels, he points out, or through 
financial channels -- borrowing and dip- 
ping into financial assets, Likewise, it 
may be used for ordinary expenditures 
or for paying off debts or piling up as- 
sets. Dividing all ‘‘transactors*’ into 14 
groups (households, corporations, farms, 
banks, insurance companies, etc.), he 
prepared balancing accounts for each 
group showingeach group's sources and 
uses of funds for the years 1936 through 
1942. Since there are two parties to ev- 
ery money transaction, the accounts in- 
terlock. Forinstance, taxes received by 
government may be identified as taxes 
paid in the other accounts. 


The merit of the moneyflows accounts 
is that they tie together such a wide 
range of economic data, Trade and fi- 
nance may be seen moving together ‘‘in 
perfect step, like partners in a dance,”’ 
The accounts reveal how moneyflows 
and business activity expand and con- 
tract, and they will be an important tool 
for business cycle analysts in finding 
‘out why the ups and downs occur, 


(*‘A Study of Moneyflows in the United 
States’’ from National Bureau of Eco- 
nomic Research, 1819 Broadway, New 
York 23, 1952, 338 pp. + 24 pp. Ap- 
pendix. $7.50. The Federal Reserve 
is carrying forward the moneyflows 
study and some time this summer will 
make available in mimeographed form 
a setof accounts running through 1952.) 


—NPA 
activities 


**Economic Preparedness for Peace,"’ 
a report of the NPA Board of Trustees' 
most recent meeting, includes a state- 
ment by Chairman H. Christian Sonne 
and a check list of NPA current activi- 
ties. This Special Report No. 32 has 
been sent to all NPA members and is 
available to nonmembers for 25¢, 


COMMITTEE OF NEW ENGLAND 


**New England's Financial Resources 
and Their Use,’’ the first of 20 reports 
by the Committee of New England, is 
being published this month, It willcover 
capital and credit sources, uses, and 
needs in the region, with special refer- 
ence to development agencies, small 
business, specialized financial agencies, 
and governmental institutions, 


NPA formed the Committee of New 
England in November 1950, at the re- 
quest of the Joint Committee on the Eco- 
nomic Report. The congressional com- 
mittee was interestedin receiving from 
New Englanders a report on the impact 
of Federal policies ontheir region, asa 
companion pieceto an earlier report by 
the NPA Committee of the South. The 
New England Committee broadened that 
objective by making it a comprehensive 
study of the New England economy de- 
signed to provide the basis for a unified 
program of constructive action which 
New Englanders themselves could take, 


Leonard Carmichael, Secretary ofthe 
Smithsonian Institution (until recently 
president of Tufts College), is chair- 
man of the Committee of 95 leaders of 
agriculture, business, education, labor, 
press and radio, Sumner Slichter, La- 
mont Professor of Economics at Harvard 
University, heads the Research Advisory 


Committee of 35, The research was done 
by a staff directed by Dr. Arthur A, 
Bright, Jr., who took leave of absence 
from his duties as director of research 
of the Federal Reserve Bank of Boston, 


7 
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Seven Study Panels, composed of the 
members, were -given responsibility for 
work on special subjects important to 
New England -- human resources; na- 
tural resources; financial resources; 
transportation; management and re- 
search; tax and fiscal policies; and eco- 
nomic information and education, 


Two more pamphlets growing out of 
this work will be issued this spring -- 
**Fisheries of New England’’and ‘‘For- 
ests of New England.*’ The balance of 
the series of 20 will appear in Septem- 
ber when all the reports will be com- 
bined into the final report of the Com- 
mittee of New England -- a book sched- 
uled for publication by the Yale Univer- 
sity Press in September 1953, 


(The pamphlets will be available from 
NPA at 75¢ a copy for members; $1,00 
a copy for nonmembers.) 


NPA REPORTS, in addition to Looking Ahead, are sent 
automatically to members of the Association. For informa- 
tion write NPA Membership Department. 


LOOKING AHEAD is published 10 times a year. Per- 


mission to quote, with usual credit, is granted. 


Editor: Virginia D. Parker 
Asst. Editor: Joan E. Adams 


Clinton S. Golden, 


looking 


Chase Photo 


NPA press conference crowded for an- 
nouncement of Latin American study. 
Chester C. Davis and Howard R., Tolley 


Sonne; Cheirmen, Executive Wayne Chatfield 
Donald R. Murphy, Beardsley Rumi; Secretary, Arnold S$. Zander; 
Charlton Ogburn; Assistant Chairman 


of The Ford Foundation sat in, 
(continued from page 1) 


Theodore W. Schultz (chairman, Dept. 
of Economics, University of Chicago, 
member of NPA’s Board and its Agri- 
culture and International Committees) 
is director of research, Research staff 
members and consultants from U.S. 
and Latin America will be chosen for 
competence in the wide range of sub- 
jects involved in technical assistance 
programs, 


The Special Committee will issue its 
policy statements and the staff its fac- 
tual reports as work is completed to 
make them available for prompt use, 


(WRITE NPA for an announcement giv- 
ing more details on the inquiry.) 
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